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ESTIMATING  THE  COSTS  OF  CNO  SERVICES 


1.  Introduction 

A  review  of  the  potential  costs  of  the  Community  Nursing 
Organization  (CNO)  services  that  might  be  mandated  for  the 
demonstration  project  is  needed  for  HCFA  to  calculate  payment 
rates  for  CNO  services.     This  paper  will  provide  HCFA  with  cost 
estimates  drawn  from  the  literature  which  may  be  used  as 
guidelines  for  the  direct  service  costs  associated  with  CNO 
operations.     Case  management  cost  estimates  also  will  be 
presented  in  this  paper,  as  HCFA  is  presently  considering  whether 
case  management  services  should  be  incorporated  into  the  overall 
payment  rate. 

The  CNO  guidelines  specified  in  section  4079  of  Public  Law 
100-203  delineate  what  the  mandated  CNO  service  package  is  to  be: 

"  (A)  Part-time  or  intermittent  care  furnished  by 
or  under  the  supervision  of  registered 
professional  nurses. 

(B)  Physical,  occupational  or  speech  therapy. 

(C)  Social  and  related  services  supportive  of  a 
plan  ambulatory  care. 

(D)  Part-time  or  intermittent  services  of  a  home 
health  aide. 

(E)  Medical  supplies  (other  than  drugs  or 
biological)  and  durable  medical  equipment 
under  the  plan  of  care." 

These  services' are  currently  covered  under  the  Medicare  home 
health  service  benefit.    Most  of  these  services  are  paid  for 
under  the  hospital  insurance  portion  (Part  A)  of  the  Medicare 
program.     Medical  supplies  and  durable  medical  equipment  (DME) 
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are  covered  under  the  supplemental  insurance  portion  (Part  B)  of 
Medicare. 

Section  2  of  this  paper  presents  average  monthly  cost 
estimates  of  skilled  home  health  services.     In  addition,  the 
costs  of  non-skilled  home  health  related  services  are  also 
presented.     The  CNO  legislation  makes  it  clear  that  the  Secretary 
has  the  discretion  to  cover  other  non-Medicare  services  which 
prevent  institutionalization.    Although  non-skilled  home  health 
agency  related  services  such  as  homemaker  services,  personal 
care,  adult  day  care,  and  habilitation  services  are  likely  to  be 
optional  rather  than  mandated  services  under  the  CNO 
demonstration,  HCFA  will  be  responsible  for  approving  the  CNO's 
coverage  of  such  optional  services.     Therefore,  the  costs  of  non- 
skilled  services  when  combined  with  costs  of  skilled  services 
provide  an  upper  estimate  of  what  the  CNO's  costs  potentially 
could  be. 

Section  3  of  this  paper  focuses  on  the  cost  of  case 
management,  as  HCFA  is  considering  whether  case  management  should 
be  a  mandated  service  which  is  figured  into  the  CNO  capitated 
payment.     Case  management  refers  to  the  costs  associated  with 
planning  and  coordinating  patient  care  services.     Unlike  the  CNO- 
mandated  services,  case  management  is  an  indirect  rather  than  a 
direct  service. 

Before  discussing  the  direct  service  costs  and  the  case 
management  estimates,  it  is  necessary  to  review  the  bases  of 
these  estimates.    The  estimates  differ  according  to:  the  scope  of 
the  estimates  (eg.  whether  the  estimate  was  a  national,  statewide 
or  county  based  estimate) ,  the  sample  size,  the  major  sources  of 
reimbursement  for  these  long  term  care  costs,  the  target 
population  served  and  the  types,  intensity  and  mix  of  services 
covered.    Appendix  A  reveals  the  heterogeneity  of  these  studies. 
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This  lack  of  comparability  makes  it  impossible  to  arrive  at  an 
average  cost  estimate  across  all  of  the  demonstration  sites. 

2.  Direct  Service  Costs 

Table  1  lists  five  estimates  of  the  costs  of  skilled  home 
care  services.     Four  of  the  five  estimates  are  site-specific, 
while  the  Ruther  and  Helbing  (1988)  estimate  is  based  on  national 
Medicare  home  health  service  reimbursement  data.     It  should  be 
noted  that  these  monthly  estimates  for  the  sites  are  based  on  per 
capita  costs  of  those  actually  utilizing  the  service.  These 
costs  are  therefore  substantially  larger  than  if  they  were 
divided  among  all  eligible  beneficiaries.     Only  the  data 
available  from  the  Ruther  and  Helbing  study  estimate  the  costs 
per  beneficiary.1 

When  the  skilled  home  health  services  are  examined  across 
the  sites,  a  certain  pattern  emerges.    The  bulk  of  the  services 
amongst  sites  may  be  attributed  to  home  health  aide  and  skilled 
nursing  care  services.     Despite  this  common  pattern,  the  cost 
estimates  (adjusted  to  1989  dollars)  range  widely,  from  $19  to 
$171.   (See  column  2  of  Table  1) .    However,  the  $19  estimate  is 
significantly  less  than  all  of  the  other  estimates.     In  fact, 
this  estimate  is  $70  lower  than  the  next  lowest  estimate.  The 
$19  estimate  was  derived  from  the  average  costs  of  skilled  home 
health  services  reported  for  the  basic  model  sites  of  the 
Channeling  project.    The  basic  model  of  the  Channeling 
demonstration  project  was  designed  to  provide  only  a  minimal 
amount  of  additional  funding  for  both  direct  services  and  case 


1  Although  the  Ruther  and  Helbing  estimate  is  a  national 
estimate,  the  cost  analysis  of  direct  service  costs  includes 
site-specific  cost  estimates.    The  mix  and  intensity  of  skilled 
home  health  services  used  by  the  sites'  enrollee  populations' may 
to  be  similar  to  those  encountered  in  the  CNOs. 
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TABLE  1 


MONTHLY  DIRECT  SERVICE  COST  ESTIMATES 
(non-case  management  and  non-administrative  costs) 


Source 


Skilled 
Home 
Health 
Costs \_1 


Current 
Skilled 
Home 
Health 


Non- 
Skilled 
Home 
Health 


Costs\_2  Costs\_3 


Current 
Non-Skilled 
and  Skilled 
Home 
Health 
Costs  \_2 


Channeling 
(1980-1984) 

Basic\_4 

Financial 


$  14 
123 


$  19 
171 


$  38 
485 


$  53 
675 


Worcester  64  89  223  310 

(1984)  \_5 

Arizona  —  95  —  532 

(1989)  \__6 


Ruther  and 

Helbing 

(1986)\J7 

per  client  94  131 

served 

per  enrollee  5  7 


Sources/Explanations : 

\_  1  Skilled  home  health  estimates  refer  to  skilled  nursing  care, 
physical  therapy,  occupational  therapy,  speech  therapy,  medical 
social  services,  home  health  aide  services  and  durable  medical 
equipment.    These  types  of  services  are  covered  by  Medicare  and 
are  similar  to  CNO  mandated  services.  The  cost  estimates  in  .the 
table  above  (except  for  the  Ruther  and  Helbing  estimates)  are 
based  on  per  client  served  rather  than  per  enrollee. 
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Table  1  (con't.) 


\_2    Base  line  estimates  were  inflated  by  the  medical  care 
component  of  the  CPI-U.  The  following  annual  CPI-U  rates  were 
used  to  update  the  figures  to  1989:   1984-1985  (6.2%),  1985-1986 
(7.5%),   1986-1987   (6.6%),   1987-1988   (6.5%)   and  1988-1989  (7.3%- 
projection  based  on  the  annual  perecentage  change  form  May  1989 
to  May  1989) . 

\_3    Non-skilled  service  costs  include  such  services  as  homemaker 
services,  chore  services,  transportation  services,  companion 
services,  and  home-delivered  meal  services,  which  are  not  covered 
by  Medicare. 

\_4    Thorton  et  al.     National  Long  Term  Care  Channeling 
Demonstration.  Analysis  of  Projected  Costs.     Plainsboro,  New 
Jersey:  Mathematica  Policy  Research,  Inc.,  May  1986.  The 
Channeling  demonstration  employeed  two  different  models  which 
differ  by  level  of  funding  and  services.  The  basic  model  included 
existing  funding  plus  a  small  amount  of  gap  filling  dollars 
($250,000  per  year  shared  among  5  sites).    The  financial  control 
model  relied  on  an  expanded  set  of  public  financed  services  (1.01 
million  dollars  per  year  shared  among  5  demonstration  sites) . 

\_5    Wolf  et  al.  "A  Model  for  the  Integration  of  Community  Based 
Health  and  Social  Services",     Home  Health  Service  Quarterly. 
6(4),  1986. 

\_6      The  state  of  Arizona  estimates  are  from  their  health  care 
cost  containment  system.     These  estimates  were  prepared  by  the 
state  of  Arizona  for  their  1988-1989  Medicaid  demonstration 
waiver  request.  The  estimates  presented  above  are  skilled  and 
other  non-skilled  home  health  service  cost  estimates  for  home 
health  services  for  the  elderly  and  physically  disabled. 

\_7    Ruther,  M.  and  Helbing,  C.  "Use  and  Costs  of  Home  Health 
Agency  Services  under  Medicare",  Health  Care  Financing  Review. 
10(1),  Fall  1988.     Both  the  per  client  served  and  per  enrollee 
estimates  are  presented.     A  telephone  conversation  with  C. Helbing 
on  6/20/89  revealed  that  the  costs  estimates  include  DMZ. 
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management.     Even  without  the  19  estimate,  however,  the  upper 
bound  remains  almost  two  times  higher  than  the  lower  bound. 

The  two  highest  cost  estimates  for  skilled  home  health 
services,  $131  and  $171,  may  be  more  reliable  because  they  are 
based  on  large  samples.     These  two  highest  estimates  also  include 
the  costs  of  DME.     In  this  latter  respect,  they  may  be  most 
comparable  to  the  CNO  mandated  service  package. 

All  of  the  sites  referenced  provided  a  broad  array  of 
services  in  addition  to  the  skilled  home  health  services.  In 
terms  of  direct  care  services,  all  of  the  sites  provided 
homemaker,  chore,  companion,  and  home  delivered  meals  to  the 
clients.     Some  of  the  sites  provided  adult  day  care,  mental 
health  and  respite  care  as  well.  The  most  common  of  all  non- 
skilled  home  health  services  were  homemaker  services  and  home 
delivered  meals.     The  cost  of  all  of  these  additional  services  at 
each  site  increases  the  service  costs  substantially,  by  about 
three  to  six  times  the  amount  of  the  skilled  home  health  service 
costs.     Total  direct  service  cost  estimates,  excluding  the 
Channeling  basic  service  model,  range  from  $310  to  $675. 
Unfortunately,  it  is  not  possible  to  compare  the  costs  of  each 
of  the  non-skilled  services  across  sites  because  most  of  the 
studies  do  not  isolate  these  individual  service  costs. 

3.  Case  Management  and  A^njpj^trative  Costs 

The  monthly  case  management  costs  of  the  four  comparison 
projects  are  presented  in  Table  2.    The  definition  of  case 
management  services  is  roughly  the  same  across  all  four  of  the 
projects.     Case  management  services  include  the  costs  associated 
with  a  baseline  needs  assessment,  initial  care  planning  and 
ongoing  case  management.    The  Berkeley  Planning  Associate  (BPA) 
and  Channeling  project  estimates  also  include  case  finding  and 
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TABLE  2 

MONTHLY  CASE  MANAGEMENT  AND  ADMINISTRATIVE  COST  ESTIMATES 


Monthly 

1989 

Monthly 

1989 

1989 

Source  Case 

Monthly 

Adm . 

Adm. 

Total 

Mang. 

Case 

Costs 

Costs 

Costs 

Costs 

Mang. 

\_2 

Costs  \_1 

Channeling 
(1980-1984)  \_3 

Basic  $     68  $     95  $     49  $     68  $  163 

Financial  52  72  63  88  160 


Worcester  25  35  44  61  96 

(1984)  \_4 

BPA 

(1984)   \_5  102  133  —  —  133 

Arizona 

(1990)     \_6  62  86  47  65  131 


Sources/Explanations : 

\_1    Base  line  estimates  are  inflated  by  the  medical  care 
component  of  the  CPI-U.     The  following  annual  CPI-U  rates  were 
used  to  update  the  estimates  to  1989:  1984-1985  (6.2%),  1985-1986 
(7.5%),   1986-1987    (6.6%),    1987-1988   (6.5%)   and  i988-1989  (7.3%- 
projection  based  on  actual  percentage  change  from  May  1988  to  May 
1989). 

\_2  Total  costs  are  the  combined  1989  costs  for  case  management 
and  administrative  services. 

\_3    Thorton  et  al.  National  Long  Term  Care  Channelling 
Demonstration.  Analysis  of  Projected  Costs.  Plainsboro,  New 
Jersey:  Mathematica  Policy  Research,  Inc.,  May  1986  p. 60.  These 
case  management  costs  are  the  average  of  costs  across  the  basic 
sites  and  the  financial  control  sites.     This  estimate  allocates 
the  initial  assessment  and  administrative  costs  over  a  12-month 
period. 


7 


Table  2  (con't.) 


\_4    Wolf  et  al.  "A  model  for  the  Integration  of  Community  Based 
Health  and  Social  Services",  Home  Health  Service  Quarterly, 
vol. 6 (4) ,  1986. 

\_5    These  estimates  were  provided  from  Berkeley  Planning 
Associates  in  their  analysis  of  5  case  management  programs.  The 
estimates  are  presented  in  Thorton  et  al.   (source  referred  to 
above) . 

\_6    The  state  of  Arizona  estimates  are  from  their  health  care 
cost  containment  system.     The  estimates  were  prepared  by  the 
state  of  Arizona  for  their  1988-1989  Medicaid  demonstration 
waiver  request.  The  estimates  presented  above  are  for  case 
management  and  administrative  services  for  the  elderly  and 
physically  disabled. 
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outreach  services  in  addition  to  the  above  mentioned  case 
management  services.     In  Table  2,  administrative  costs  have  been 
separated  from  case  management  services.     Only  the  BPA  estimates 
of  $102   (1984)  and  $133   (1989)   for  case  management  services 
include  administrative  cost  as  part  of  case  management  services 
costs.     The  range  of  cost  estimates  for  case  management  services 
separately  is  between  $25  and  $102  per  month.    When  these 
estimates  are  adjusted  annually  by  the  medical  care  component  of 
the  CPI-U  to  account  for  inflation;  the  1989  estimates  range  from 
$35  to  $133  per  month.     If  case  management  costs  are  added  to  the 
costs  of  skilled  home  health  services  estimated  in  Table  1,  case 
management  services  comprise  from  28%  (the  Worcester  project)  to 
83%  (Channeling  basic  service  model)  of  the  total  service  package 
costs . 

The  administrative  costs  associated  with  the  projects  ranged 
from  $44  to  $63,  which  corresponds  to  a  1989  estimate  of  $61  to 
$88.    The  administrative  costs,  however,  are  defined  differently 
among  the  different  sites.     Both  the  Channeling  and  the  BPA 
analyses  reported  allocating  the  administrative  costs  directly  to 
case  management  services  since  the  focus  of  these  projects  was  on 
case  management.    Although  the  BPA  estimate  does  not  disaggregate 
administrative  costs,  the  Channeling  analysis  provides 
information  with  which  to  disaggregate  these  estimates.  The 
Channeling  administrative  costs  are  30%  to  55%  of  the  combined 
total  for  case  management  and  administrative  costs.     In  the 
Worcester  and  Arizona  studies,  the  administrative  cost  estimates 
are  not  defined  as  being  allocated  specifically  to  case 
management  services.  Their  respective  total  administrative  costs 
are  4  3%  and  63%  of  the  combined  total  for  case  management  and 
administrative  costs. 


9 


4 .  Discussion 


Since  the  mandated  CNO  services  are  the  same  as  skilled  home 
health  services,  the  estimates  of  skilled  home  health  service 
costs  in  these  demonstrations  should  approach  the  costs  of  the 
minimal  CNO  service  package.     The  direct  service  costs  estimates 
were  generated  by  aggregating  the  cost  of  all  of  the  skilled  home 
health  services.     The  total  costs  of  these  services  were  updated 
by  inflation  to  yield  1989  estimates  ranging  from  $89  to  $171. 
(This  range  excludes  the  $19  estimate  from  the  Channeling  basic 
model  demonstration  project) . 

The  costs  of  non-skilled  home  health  care  services  cited  in 
the  literature  were  found  to  increase  the  total  costs  of  the 
skilled  service  package  by  4  to  6  times.     However,  the  majority 
of  these  services  are  likely  to  remain  optional  rather  than 
mandated  CNO  services. 

The  1989  monthly  cost  estimates  for  case  management  are 
estimated  to  range  from  $35  to  $133.     If  these  indirect  costs  are 
added  to  the  likely  costs  of  CNO  mandated  services,  the  total 
monthly  cost  estimates  for  CNO  services  may  be  between  $124  and 
$243.   (The  Channeling  basic  model  total  cost  of  $114  is  excluded 
because  its  cost  for  skilled  home  health  costs  is  extremely  low) . 

The  costs  discussed  above  are  based  on  the  number  of  clients 
served  rather  than  on  the  number  of  eligible  enrollees.  The 
overall  cost  per  number  of  clients  served  will  be  higher  than  the 
overall  cost  per  enrollee.     Ruther  and  Helbing  (1998)  estimated 
that  only  one  out  of  twenty  Medicare  beneficiaries  actually  used 
Medicare  home  health  agency  services  in  1986.    They  also 
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estimated  that  the  per  enrollee  direct  service  cost  for  1986  was 
5  dollars  per  month.  2 

The  per  client  served  cost  estimates  for  skilled  home  health 
services  of  the  demonstration  sites  is  similar  to  the  Ruther  and 
Helbing  per  client  served  estimates  in  that  they  are  much  higher 
than  the  $5  dollar  per  enrollee  amount.     However,  unlike  the 
Ruther  and  Helbing  estimates,  these  studies  do  not  report  the 
size  percentage  of  their  "enrollee"  populations.     It  is  unlikely 
that  in  the  CNO  catchment  area  the  ratio  of  clients  served  to  the 
number  of  enrollees  served  would  resemble  the  Medicare  ratio  of  1 
client  served  per  20  enrollees.     Instead,  the  ratio  of  clients 
served  per  enrollee  is  likely  to  be  higher  because  CNOs  appear 
likely  to  attract  enrollees  who  have  a  higher  than  average  risk 
of  needing  home  health  services.     Perhaps,  30%  to  50%  of  the 
enrollees  might  end  up  using  CNO  home  health  services. 

Table  3  presents  a  sensitivity  analysis  of  the  skilled  home 
health  costs  given  differing  assumptions  of  enrollee  utilization 
of  home  health  services.     Two  adjustments  have  been  made  in 
making  these  costs  estimates.    The  first  is  that  the  enrollee 
service  estimates  are  based  on  a  range  of  $89  to  $171.  This 
corresponds  to  the  per  client  cost  for  skilled  home  health 
services  referred  to  in  Table  1.    The  "outlying"  per  client 
skilled  home  health  service  cost  estimate  of  $19  is  not  used. 
The  other  adjustment  to  the  calculation  of  total  enrollee  cost 
estimates  has  been  made  to  the  range  of  estimated  case  management 
costs.    The  baseline  cost  estimate  for  case  management  services 
ranges  from  $35  to  $95.     In  this  case,  the  $133  case  management 


2  The  Ruther  and  Helbing  article  is  the  source  6f  the  $8  per 
enrollee  figure  to  which  Dr.  Rossiter  referred  at  the  CNO  TAP 
meeting.    According  to  Dr.  Rossiter* s  recollection,  he  raised  the 
$5  dollar  figure  to  $8  "for  good  measure"  and  to  make  the  rate 
more  attractive  to  CNO  applicants. 
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(D  (2) 


TABLE  3 

SENSITIVITY  ANALYSIS:  ESTIMATED  PER 
ENROLLEE  MONTHLY  COSTS  OF  SKILLED 
HOME  HEALTH  AND  CASE  MANAGEMENT  SERVICES 

<3>  (4) 


(5) 


•ent  Per  Enrollee  PerEnrollee  Per  Enrollee 

:io  for  Skilled                 Cost  for  Skilled  cost  for  Case  Tot.l  Costs  ^  T 

Hon.  Health  Services  Management  Service,                      no,  ^1  T 

;e  Management                   \1  rAe.  v  ,  w  tnroutt  Costs  per  Enrol  lee 


-vices 


Cost  \_2  \  3 


V* 


LOW  HIGH  LOW 


HIGH  LOW  HIGH 


1:1  $89'00     *    *  171.00         $35.00-       $95.00  $124.00  -$266.00 


LOW  HIGH 
$  97.40  s  193.80 


1:3 


$  29.66     -    $   57.00         $  11.66  -       $  31.66 


$    41.32    •  $  SS. 66  s  32.45  ■ 


S  64.59 


1:4 


$    22.25     -    $42.75  $    8.75-       $23.75  $    31.00    -$66.50  ,  24.35     .  , 


48.45 


1:5 


$  17.80     -     $  34.20  $    7.00  -       $  19.00  $    24.80    -  $  53.20  »  19.48 


S  38.76 


1:10 


$   8.90     -     $  17.10         $    3.50  -       $  9.50 


$    12.40    -  $  26.60  $    9.74     -      $  19.5s 

*  *    *   8.55         $    1.75  -       $  4.75 


1:20 


$     6.20    -  $  13.30  $    4.87     -        $  9.59 


Per  enrollee  estimates  are  based  on  the  lower  and  ucper  cost 
estimates  for  the  per  client  utilization  of  skilled  home  health 
services.    These  low  and  high  estimates  ($89  and  $171)  are 
presented  in  Table  1.    (The  $89  figure  is  used  as  the 
lower  estimate  here  because  the  $19  figure  recorded  in 
Table  1  is  drastically  lower  than  all  of  the  other 
estimates.)    In  the  above  table  the  per  client  costs  for 
skilled  home  health  services  are  divided  by  enrollee  utilisation. 

Per  enrollee  estimates  for  cast  management  services  are  based 

on  the  lowest  cost  estimate  of  $35  presented  in  Table  2. 

The  $95  is  taken  to  be  the  highest  estimate  since  $133  figure 

in  Table  2  for  case  management  service's  includes  administrative  cost. 

In  the  above  table,  client  case  management  costs  are 

divided  by  enrollee  utilization. 

Total  costs  are  enrollee  costs  for  case 
management  and  skilled  home  health  services. 

The  adjusted  total  cost  per  enrollee  has  adjusted 
the  costs  of  case  management  services  to  include 
only  the  costs  associated  with  the  case  management 
for  skilled  home  health  services. 


cost  estimate  cited  in  Table  2  has  been  excluded  because  that 
estimate  also  includes  administrative  costs. 

The  sensitivity  analysis  presented  on  Table  3  assumes  that 
case  management  and  skilled  home  health  costs  vary  with  enrollee 
utilization  for  both  skilled  home  health  and  case  management 
services.     The  estimated  per-enrollee  cost  for  skilled  home 
health  services  ranges  from  $4.45  to  $8.55  if  the  ratio  of 
clients  served  per  number  of  enrol lees  is  assumed  to  be  1:20. 
Case  management  costs  at  this  level  of  utilization  range  from 
$1.75  to  $4.75.     If  the  CNOs  experience  adverse  selection 
problems,  then  their  actual  enrollee  utilization  experience  may 
be  higher  than  the  Medicare  population.     For  example,  if  one 
client  is  served  for  every  five  enrollees,  the  skilled  home 
health  costs  range  from  $18  to  $34  and  the  case  management  costs 
rise  to  between  $7  and  $19. 

The  overall  total  cost  estimates,  however,  may  overestimate 
the  actual  case  management  costs  because  the  case  management 
costs  included  in  these  demonstration  were  the  costs  associated 
with  case  managing  both  skilled  and  non-skilled  home  health 
services.    The  final  costs  estimates,  presented  in  the  last 
column  of  Table  3,  adjust  total  costs  downward  to  cover  only  the 
case  management  costs  for  skilled  home  health  services.  The 
skilled  home  health  services  on  the  average  represented  24%  of 
the  skilled  and  non-skilled  service  costs  in  the  demonstration 
sites.   (This  average  excludes  figures  from  the  Channeling  basic 
model  sites).    The  "adjusted  total  per  enrollee"  in  column  5, 
therefore,  assumes  that  the  per  enrollee  case  management  costs 
were  24%  of  the  total  case  management  costs  for  skilled  and  non- 
skilled  home  health  services  presented  in  column  3  of  Table  3. 
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Section  1  -  General  Information 


A.  Introduction  to  the  Community  Nursing  Organization  Demonstrations 

The  Health  Care  Financing  Administration  (HCFA)  is  required  to  implement 
the  Community  Nursing  Organization  (CNO)  Demonstration  in  response  to 
Section  4079  of  the  Omnibus  Budget  Reconciliation  Act  of  1987  (OBRA  87), 
P.L.  100-203,  and  to  conduct  demonstration  projects  with  not  less  than  four 
organization  sites  to  furnish  community  nursing  and  ambulatory  care  services 
■^primarily  home  health  services  meeting  Medicare  criteria  with  the  exception  of 
physician  authorization)  medical  devices  and  durable  medical  equipment,  and 
certain  ambulatory  care  services)jto  Medicare  beneficiaries  who  reside  in  the 
geographic  area  served  by  the  organization  site  and  who  voluntarily  enroll  with 
the  CNO.  Payment  is  on  a  prepaid  capitated  basis. 

The  legislation  specifies  that  CNOs  will  operate  under  at  risk  or  other  cost 
limiting  arrangements.  HCFA  will  issue  separate  monthly  capitation  payments  to 
CNOs  for  the  health  services  furnished  to  Medicare  beneficiaries.  These 
capitation  payments  will  be  made  under  separate  demonstration  provider 
participation  agreements  between  the  CNOs  and  HCFA.  The  demonstration  is 
scheduled  to  operate  36  months. 

B.  Participating  Sites  and  States 

The  four  sites  participating  in  the  CNO  demonstration  are: 

Carle  Clinic  Association 

307  East  Oak,  #3 

P.O.  Box  718 

Mahomet,  Illinois  61853 

Contact  Person:  Cheryl  Schraeder,  Ph.D.,  RN 

Phone:  (217)  586-5419 

FAX:  (217)  586-5298 


<  2  > 


flint  Date  February  24, 1994 


Community  Nursing  Organization  Demonstration  Manual 


Participating  CNO  Demonstration  sites  should  contact  DRDSS  with  any 
questions  regarding  patient  eligibility,  cost  reporting  and  reimbursement 
DRDSS  reserves  the  right  to  alter  or  amend  this  manual,  if  warranted. 
Participating  sites  will  be  given  30  days  advance  written  notice  of  any  such 
changes. 

D.         Procedures  for  Contacting  DRDSS 

1.      Mailing  Address 

When  transmitting  any  materials  to  DRDSS  through  the  regular  mail, 
please  allow  four  to  five  days  for  delivery  and  send  to  the  address  shown 
below: 

Health  Care  Financing  Administration 
Office  of  Research  and  Demonstrations 
Division  of  Research  and  Demonstrations 

Systems  Support 
P.O.  Box  11972 

Baltimore,  Maryland  21207-0972 

When  transmitting  any  materials  to  DRDSS  via  any  form  of  overnight  mail 
service  for  quick  delivery,  please  send  to  the  address  shown  below: 

Health  Care  Financing  Administration 
Office  of  Research  and  Demonstrations 
Division  of  Research  and  Demonstrations 

Systems  Support 
6340  Security  Boulevard 
Room  l-G-6  Oak  Meadows  Building 
Baltimore,  Maryland  21207 

When  transmitting  any  materials  to  DRDSS  via  FAX  service,  our  number 
is  (410)  966-5768. 
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Section  2  -  Covered  Services 


A.  General 

The  covered  services  under  the  Community  Nursing  Organization  Demonstration 
(CNO)  will  include  the  "community  nursing  and  ambulatory  care  services" 
specified  in  OBRA-87.  These  services  consist  of  (1)  mandatory  services,  for 
which  the  Medicare  capitation  payments  represent  full  payment  to  the  CNO,  and 
(2)  optional  services  for  which  the  CNO  may  charge  enrollees  an  additional 
premium  or  payment  Because  the  Medicare  capitation  payments  for  mandatory 
services  are  calculated  to  be  actuarially  equivalent  to  Medicare  expenditures  for 
these  services  in  the  absence  of  a  demonstration,  the  definitions  of  the 
mandatory  services  correspond  with  the  existing  Medicare  definitions  of  these 
services  with  the  exception  that  Medicare  home  health  may  be  provided  under  a 
nurse  authorized  plan  of  care. 

Service  Related  Development  Costs  will  be  reimbursed  on  a  cost  basis.  These 
costs  include  marketing,  enrollment  and  financial  planning  expenditures  incurred 
specifically  for  the  CNO  Demonstration.  The  expenses  are  reimbursable  for  a 
period  not  to  exceed  the  first  12  months  of  operation  of  the  demonstration. 
Total  allowable  reimbursement  cannot  exceed  the  amount  of  the  budget 
approved  by  the  project  officer. 

B.  Mandatory  Services 

HCFA  capitation  payments  to  a  CNO  for  its  Medicare  enrollees  constitute  full 
payment  for  mandatory  community  nursing  and  ambulatory  care  services.  CNOs 
must  furnish  to  their  Medicare  enrollees,  either  directly  or  through  arrangements 
with  others,  all  of  the  mandatory  services  specified  below,  to  the  extent  that: 

(1)  enrollees  are  entitled  to  those  services  under  Medicare;  and 

(2)  the  services  are  available  to  Medicare  beneficiaries  who  reside  in  the 
CNO's  geographic  area.  (The  services  are  considered  available  if  sources 
are  located  within  the  CNO's  geographic  area.) 

The  definitions  set  out  below  include  references  to  appropriate  sections  of  the 
Code  of  Federal  Regulations  (CFR),  Title  42:  Public  Health,  where  these 
services  are  further  defined.  Medicare  coverage  criteria  and  limitations 
applicable  to  these  services  also  are  described  in  more  detail  in  HCFA 
publications  such  as  the  Outpatient  Physical  Therapy  and  Comprehensive 
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b.  Durable  medical  equipment  as  defined  in  42  CFR  410.38,  to  be  used 
in  the  patient's  home. 

c.  Ambulance  services  as  defined  in  42  CFR  410.40,  when: 

medically  necessary  because  other  means  of  transportation 
would  endanger  the  beneficiary's  health; 

the  enroUee  is  not  a  hospital  inpatient;  and 

the  transportation  is  not  by  air  or  water. 

d.  Outpatient  physical  therapy  services  as  defined  in  42  CFR,  410.60, 
provided  by  or  under  the  supervision  of  a  licensed  physical  therapist 
who  meets  the  qualifications  specified  in  42  CFR  405.1702(d). 

e.  Outpatient  speech  pathology  services  as  defined  in  42  CFR  410.62, 
provided  by  a  licensed  speech  pathologist  who  meets  the 
qualifications  specified  in  42  CFR  405.1702(k). 

f.  Medical  supplies  (other  than  drugs  and  biologicals)  furnished  while 
an  enrollee  is  under  a  plan  of  care,  if  the  supplies  are  of  the  type 
that  are  commonly  furnished  in  a  physician's  office  or  clinic  and  are 
commonly  furnished  either  without  charge  or  included  in  the 
physician's  or  clinic's  bill. 

g.  Services  furnished  by  a  clinical  psychologist  who  meets  the 
qualifications  specified  42  CFR  417.416(d)(2  (i)  through  (iii),  or  a 
clinical  social  worker  as  defined  in  section  1861  (hh)  of  the  Social 
Security  Act,  as  well  as  services  and  supplies  furnished  as  an  incident 
to  their  services. 

h.  Part-time  or  intermittent  nursing  care  and  related  medical  supplies 
(other  than  drugs  and  biologicals)  furnished  by  a  registered 
professional  or  licensed  practical  nurse  employed  or  under 
arrangement  with  a  Medicare  certified  rural  health  clinic. 

i.  Certain  other  related  services  listed  in  section  1915  (c)(4)(B)  of  the 
Act  For  purposes  of  the  CNO,  case  management  a  1915  (c)(4)(B) 
service,  must  be  provided.  It  is  defined  as  services  which  assist 
enrollees  in  gaining  access  to  and  coordinating/approving  utilization 
of  needed  medical,  social,  educational  and  other  services.  In  the 


<  8  > 


Print  Dale  February  24,  1994 


Community  Nursing  Organization  Demonstration  Manual 


are  ancillary  to  the  tasks  described  above.  These  services  must  be 
provided  to  enroliees  in  their  homes  by  a  home  health  aide  who  meets  the 
requirements  specified  in  42  GFR  484.4,  under  the  supervision  of  a 
registered  nurse. 

3.  Personal  care:  assistance  with  an  enrollee's  eating,  bathing,  dressing, 
personal  hygiene,  and  activities  of  daily  living.  This  service  includes  meal 
preparation  but  not  the  cost  of  the  meals.  This  service  may  also  include 
such  housekeeping  chores  as  bed  making,  cleaning,  shopping,  or  escort 
services  which  are  essential  to  the  health  and  welfare  of  the  enrollee. 
Personal  care  workers  shall  meet  such  standards  of  education  and  training 
as  are  established  by  the  State  for  the  provision  of  these  activities. 

4.  Adult  day  health  care:  services  furnished  4  or  more  hours  per  day  on  a 
regularly  scheduled  basis,  for  one  or  more  days  per  week,  in  an  outpatient 
setting,  encompassing  both  health  and  social  services  needed  to  ensure  the 
optimal  functioning  of  the  client  Meals  provided  as  part  of  these  services 
shall  not  constitute  a  "full  nutritional  regimen"  (three  meals  per  day). 

5.  Habitation  services:  services  designed  to  assist  individuals  in  acquiring, 
retaining  and  improving  the  self-help,  socialization,  and  adaptive  skills 
necessary  to  reside  successfully  in  home  and  community  settings.  This 
service  includes: 

a.  Residential  habitation:  assistance  with  acquisition,  retention,  or 
improvement  in  skills  related  to  activities  of  daily  living,  such  as 
personal  grooming  and  cleanliness,  bed  making  and  household 
chores,  eating  and  the  preparation  of  food,  and  the  social  and 
adaptive  skills  necessary  to  enable  the  enrollee  to  reside  in  a  home 
or  community  setting.  This  service  does  not  include  costs  associated 
with  room  and  board;  facility  maintenance,  upkeep,  or  improvement; 
or  routine  care  and  supervision. 

b.  Day  habitation:  assistance  with  acquisition,  retention,  or 
improvement  in  self-help,  socialization  and  adaptive  skills  which 
takes  place  in  a  non-residential  setting,  separate  from  the  home  or 
facility  in  which  the  recipient  resides.  Services  should  normally  be 
furnished  4  or  more  hours  per  day,  on  a  regularly  scheduled  basis, 
for  1  or  more  days  per  week,  unless  provided  as  an  adjunct  to  other 
day  activities.  Day  habitation  services  should  focus  on  enabling  the 
enrollee  to  attain  or  retain  his  or  her  maximum  functional  level. 
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Section  3  •  Eligibility/Enrollment  Requirements 

A.  Eligibility  Requirements 

The  Health  Care  Financing  Administration,  Office  of  Research  and 
Demonstrations,  Division  of  Research  and  Demonstrations  Systems  Support 
(DRDSS)  will  verify  the  Medicare  eligibility  conditions  set  forth  in  each 
Community  Nursing  Organization  (CNO)  site's  protocol.  The  eligibility 
requirements  are  as  follows: 

•  residence  in  the  CNO  demonstration  service  area 

•  coverage  under  Medicare  Hospital  Insurance  (Part  A) 

•  coverage  under  Medicare  Medical  Insurance  (Part  B) 

•  not  currently  enrolled  in  a  risk  based  Health  Maintenance  Organization 
(HMO) 

•  not  medically  diagnosed  with  End  Stage  Renal  disease  condition 

•  not  a  hospice  enrollee 

•  not  a  United  Mine  Worker  retiree 

All  of  the  conditions  for  eligibility  must  be  satisfied  to  confirm  patient's 
enrollment  in  the  CNO  Demonstration. 

The  eligibility  requirements  can  be  verified  prior  to  enrollment  by  contacting 
DRDSS.  Two  different  methods  can  be  used  to  verify  the  information.  One 
method  is  to  use  the  Medicare  Inquiry  for  Eligibility  form  (see  Exhibit  la). 
Complete  and  fax  the  information  to  DRDSS. 

The  other  method  is  to  send  an  ASCII  data  file  on  a  3.5  inch  disk  using  the 
record  specifications  provided  (see  Exhibit  lb).  Verifications  and  discrepancies 
will  be  completed  and  forwarded  within  three  working  days  from  receipt  of  the 
inquiry  information. 

Remember  that  these  are  optional  procedures  to  help  eliminate  the  enrollment 
of  ineligible  patients. 
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Late  Receipt 
Late         Early        Late         (After  6 
On  Time    Receipt     Ass'mnt     Ass'mnt  Months) 
Example  1  Example  2  Example  3  Example  4  Example  5 


Beneficiary  signs 

01/20/94 

01/16/94 

01/03/94 

01/28/94 

01/28/94 

agreement 

Effective  enrollment 

02/01/94 

02/01/94 

02/01/94 

02/01/94 

02/01/94 

1st  reassessment  due 

07/31/94 

07/31/94 

07/31/94 

07/31/94 

07/31/94 

July  reimbursement 

08/01/94 

08/01/94 

08/01/94 

08/01/94 

08/01/94 

W/  W  X/  ^  » 

liability,  old  group  category 

Date  of  reassessment 

07/16/94 

08/20/94 

07/14/94 

09/03/94 

07/25/94 

1st  reassessment 

08/15/94 

09/15/94 

07/15/94 

09/15/94 

02/15/95 

notification 

August  reimbursement 

09/01/94 

09/01/94 

09/01/94 

liability,  old  group 

[3] 

[4] 

category 

August  reimbursement 

09/01/94 

09/01/94 

liability,  new  group  category  [2] 
September  reimbursement  10/01/94     10/01/94  10/01/94 
liability,  new  group  category  [1] 


[1]     Reassessment  was  made  timely  but  not  received  by  DRDSS  in  time  to  affect 
reimbursement  liability  for  August  Therefore  the  September  reimbursement 
liability  will  reflect  both  the  correct  monthly  amount  and  a  retroactive 
adjustment  for  August  if  the  group  category  changed. 

[2]  Reassessment  was  early  (15  days  before  6  month  reassessment  date)  and  the 
beneficiary  reimbursement  liability  if  the  group  category  changes  will  not  be 
affected  until  August 

[3]     Reassessment  was  too  late  (30  days  after  6  month  reassessment  date)  and 
enrollee  was  terminated  effective  7/31/94.  Patient  must  be  reenrolled.  The 
August  reimbursement  liability  will  be  recouped. 

[4]     Reassessment  was  made  timely  but  information  was  not  received  by  DRDSS 
within  the  6  month  time  frame.  Enrollee  is  terminated  and  must  be  reenrolled. 
The  August  reimbursement  liability  will  be  recouped  and  no  other  retroactive 
adjustments  are  made. 
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enrollment  in  a  risk  based  HMO 
institutionalization  for  60  consecutive  days 


hospice  enrollee 


medicaUy  diagnosed  with  End  Stage  Renal  Disease 


i 


late  assessment  or  late  notification  of  reassessment 


HCFA's  payment  of  CNO  premium  will  cease  the  month  after  a  Medicare 
enrollee  is  disenrolled.  The  enrollees  are  eligible  to  re-enroll  in  the  CNO 
Demonstration  if  they  reestablish  residence  within  the  CNO's  service  area  or 
alter  other  conditions  that  resulted  in  disenrollment,  although  the  CNO  may 
propose  reasonable  time  periods  before  a  beneficiary  is  permitted  to  re-enroll. 


Using  the  record  specification  as  shown  in  Exhibit  II  at  the  end  of  this  section, 
the  information  is  required  to  be  submitted  on  a  3.5  inch  disk  in  ASCII  file 
format  from  the  CNO  sites  by  the  fifteenth  of  the  month. 

Please  submit  separate  data  files  for  new  and  reassessed  enrollees  as  one  file, 
disenrollees  as  another  file  and  corrected  or  changed  enrollees  which  as  a  third 
file  will  result  in  retroactive  adjustment  payment(s). 

Use  Chart  I  payment  Method  B  to  determine  and  verify  group  categories  for 
CN02-AZ,  CN03-MN,  and  CN04-NY  and  use  Chart  II  payment  Method  A  for 
CNOl-IL. 

E.  Submittal  of  Eligibility  for  Enrollment  Data  Files 

Following  the  aforementioned  guidelines,  the  eligibility  for  enrollment  data  files 
should  be  sent  to  the  address  shown  below: 


D. 


DRDSS  Data  Specifications 


Health  Care  Financing  Administration 
Office  of  Research  and  Demonstrations 
Division  of  Research  and  Demonstrations 


Systems  Support 


P.O.  Box  11972 

Baltimore,  Maryland  21207-0972 
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CHART  I 


GROUP  CATEGORIES  FOR  SITES 

ACTIVITY  OF  DAILY  LIVING  (ADL)  *  CN02-AZ 

CN03-MN 
CN04-NY 


LEVEL  1 


HHA  VISITS  ** 

0-5 

6-12 

13-30 

>30 

AGE 

SEX 

AGE-SEX 

AGE-SEX 

AGE-SEX 

GROUP 

M 

F 

COMBINE 

COMBINE 

Less  tnan  /[) 

AID 

A15 

IKJ-  fA 

144 

Al  1 

A  A  C 

Aid 

/o-/y 

140 

A  \d. 

»47 

Al  / 

t)4  A 

D 1  U 

U  ID 

U  lU 

80-85 

A13 

A18 

Greater  than  85 

A14 

A19 

LEVEL  2 

Less  man  /u 

A  OC 

f  \j—  i  *♦ 

a  01 

A  Oft 

7G>  7Q 

/  o—  /  y 

A  oo 

A  07 

Don 

non 

UcXJ 

80-85 

A23 

A28 

Greater  than  85 

A24 

A29 

LEVEL  3 

Less  than  70 

A30 

A35 

70-74 

A31 

A36 

75-79 

A32 

A37 

B30 

C30 

D30 

80-85 

A33 

A38 

Greater  than  85 

A34 

A39 

CHART  II 


GROUP  CATEGORIES  FOR  SITE  CN01-IL 


HHA  VISITS  •* 

0-5 

6-12  13-30 

>30 

AGE 

SEX 

AGE-SEX  AGE-SEX 

AGE-SEX 

GROUP 

M 

F 

COMBINE  COMBINE 

Less  than  70 

A   -A  ITS, 

A10 

A15 

70-74 

A11 

A16 

75-79 

A12 

A17 

B10  C10 

D10 

80-85 

A13 

A18 

Greater  than  85 

A14 

A19 

Note: 

*    Definition  and  determination  of  activity  of  daily  living  (ADL)  category  level 

An  enrollee  has  a  limitation  in  an  activity  of  daily  living  (ADL)  if  the  enrollee  needs 
hands-on  assistance  to  perform  the  ADL.  There  are  five  ADLs  used  to  determine 
the  number  of  ADL  limitations  for  an  enrollee:  eating,  toileting  transferring,  bathing, 
and  dressing.  Level  1  is  a  person  with  0  or  1  ADL.  Level  2  is  a  person  with  2 
ADLs.  Level  3  is  a  person  with  3  or  more  ADLs. 

An  enrollee  must  have  the  ADL(s)  limitation  at  the  time  of  assessment  or 
reassessment  to  be  considered  to  have  a  functional  limitation. 

**  Definition  and  determination  of  HHA  visits  category  group    (See  Section  2. B.I) 

Home  health  visits,  meeting  the  Medicare  criteria  with  exception  of  physician 
authorization,  received  in  the  six  months  prior  to  the  assessment  or  reassessment. 
For  the  initial  enrollment,  the  number  of  Medicare  home  health  visits  is  determined 
by  enrollee  self-reporting.  For  reassessments,  the  number  of  Medicare  home  health 
visits  will  be  determined  from  CNO  site  utilization  data. 


MEDICARE  INQUIRY  FOR  ELIGIBILITY 

HEALTH  CARE  FINANCING  ADMINISTRATION 
OFFICE  OF  RESEARCH  AND  DEMONSTRATIONS 
OFFICE  OF  OPERATIONS  SUPPORT 
DIVISION  OF  RESEARCH  AND  DEMONSTRATIONS  SYSTEMS  SUPPORT 

FAX  Number  (410)  966-5768 

Demonstration:  ;   Date  Requested:  

■Requestor's  name:   Site  Name:  

Requestor's  Telephone  Number:    Site  State:  


Provide  as  much  of  the  following  information  as  possible: 


Medicare  Number 

Last  Name 

Rrst  Name 

MX 

Date  of 
Birth  m 

City/Town 

HCFA 
USE  ONLY 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8 

,/ 

9. 

10. 

(10/93) 
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RECORD 

SPECIFICATION 

FILE  NAME:  RHOO . §DCN7520 . ENTF . INQ 

Eligibility  Inquiry  Before 

l=*  1 11  w  X  J»  111  w  11  U 

DATE:  11/15/93 

SYSTEM  INDENTIFICATION:  Community  Nursing 
Organization 

(410)  966-6547 

TP  SZ  US  DEC 
SIZE 

POSITION 

CONTENTS  /  REMARKS 

BEG 

END 

SITEID 

X  4 

1 

4 

Site  Identification 
CNOl  -  Carle  Clinic,  IL 
CN02  -  Carondelet,  AZ 
lnuj       Living  ai  nome/ 

Block,  MN 
CN04  -  Visiting  Nurse 

MEDCNO 

X  12 

5 

16 

neuicare  lucnbiiicauiun 
Number 

LNAME 

X  15 

17 

31 

Last  Name  of  Beneficiary 

FNAME 

X  10 

32 

41 

r<  ref    Nnmo   f\  f   Rone f  <  n  1  a  t*v 

MI 

X  1 

42 

42 

Middle  Initial  of  Bene- 
x iciary 

DOB 

9  8 

43 

50 

Date  of  Birth 
(Format  MMDDYYYY) 

SEX 

X  1 

51 

51 

Sex 
M  =  Male 
F  ■  Female 

NOTE:  Omit  all  sp 
All  alpha  c 

ecial  characte 
haracters  must 

rs  in 
be  in 

data 

upper 

fields, 
case. 

TP  =  TYPE 
A  =  Alphabet 
X  =  AlphaNumeric 
9  -  Numeric 

SZ  =  Number  of  Positions 
S  =  Sign 

V  •=  Assumed  Decimal 

US  *  Usage 
b  ■  Display 

H  or  C  -  C  Comp  (binary) 
C3  -  Comp- 3  Packed 
Decimal 
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RECORD 

SPECIFICATION 

FILE  NAME:   RHOO . 6DCN7520 . ENTF .MONIP 

MONTHLY  INPUT  OF  ENROLLMENT 

DATE:  01/10/94 

SYSTEM  IDENTIFICATION:  Community  Nursing 
Organization 

CONTACT:  Barbara  Johnston 
(410)  966-6547 

FIELD  NAME 

PICTURE 
TP  SZ  US  DEC 
SIZE 

POSITION 

CONTENTS  /  REMARKS 

BEG 

END 

SITEID 

X  4 

1 

4 

Site  Identification 
CNOl  -  Carle  Clinic,  IL 
CN02  -  Carondelet,  AZ 
CN03  -  Living  at  Home/  ■ 

Block,  MN 
CN04  -  Visiting  Nurse 

Service,  NY 

MEDCNO 

X  12 

5 

16 

Medicare  Identification 
Number 

LNAME 

X  15 

17 

31 

Last  Name  of  Beneficiary 

FNAME 

X  10 

32 

41 

First  Name  of  Beneficiary 

MI 

X  1 

42 

42 

Middle  Initial  of  Bene- 
ficiary 

DOB 

9  8 

43 

50 

Date  of  Birth 
(Format  MMDDYYYY) 

SEX 

X  1 

51 

51 

Sex 
M  -  Male 
F  -  Female 

DOE 

9  8 

52 

59 

Date  of  Enrollment  or  Date 
of  Reassessment 
(Format  MMDDYYYY) 

Date  of  enrollment  is  the 
first  day  of  the  month 
following  the  signed  con- 
sent.   Date  of  reassess- 
ment is  the  day  of 
reassessment 

TP  =  TYPE 
A  =  Alphabet 
X  =  AlphaNumeric 
9  =  Numeric 

SZ  ■  Number  of  Positions 
S  =  Sign 

V  =  Assumed  Decimal 

US  =  Usage 
b  ■  Display 

H  or  C  ■  C  Comp  (binary) 
C3  -  Comp- 3  Packed 
Decimal 
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RECORD 

SPECIFICATION 

FILE  NAME:   RHOO . @DCN7520 . ENTF .MONIP 

MONTHLY   INPUT  OF  FNRm.T.MFNT 

DATE:  01/10/94 

SYSTEM  IDENTIFICATION:  Community  Nursing 
Organization 

CONTACT:  Barbara  Johnston 

FIELD  NAME 

PICTURE 
TP  SZ  US  DEC 
SIZE 

POSITION 

CONTENTS  /  REMARKS 

BEG 

END 

ASMTNO 

9  1 

60 

60 

Assessment  Number 

0  -  Initial  enrollment 

1  =  1st  6  month  assess- 

ment from  date  of 
enrollment 

2  =  2nd  6  month  assess- 

ment from  date  of 
enrollment 

3  =  3rd  6  month  assess- 

ment from  date  of 
enrollment 

4  =  4th  6  month  assess- 

ment from  date  of 
enrollment 

5  =  5th  6  month  assess- 

lilt? J 1  U     J.  X  l/IU    uqLc     \J  1. 

enrollment 

6  =  6th  6  month  assess— 

ment  from  date  of 
enrollment 

GRPCAT 

X  3 

61 

63 

Group  Category 

CATl 

X  1 

61 

61 

Lni  i  —  nnj\  visits 
A  =  0  -  5  VIS 
B  =  6  -  12  VIS 
C  =13  -   30  VIS 
D  =  31  +  VIS 

CAT2 

X  1 

62 

62 

PAT2  =  Activitv  of  Dailv 

Living 

1  =  Level  1 

2  =  Level  2 

3  =  Level  3 

TP  =  TYPE 
A  =  Alphabet 
X  =  AlphaNumeric 
9  =  Numeric 

SZ  =  Number  of  Positions 
S  =  Sign 

V  =  Assumed  Decimal 

US  =  Usage 
b  =  Display 

H  or  C  =  C  Comp  (binary) 
C3  -  Comp- 3  Packed 
Decimal 
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RECORD  SPECIFICATION 


FILE  NAME:   RHOO . 8DCN7520 . ENTF .MONIP 

MONTHLY  INPUT  OF  ENROLLMENT 


DATE:  01/10/94 


SYSTEM  INDENTIFICATION:  Community  Nursing 


CONTACT:  Barbara  Johnston 


Organization 

(410) 

966-6547 

PTPTT  TRF 
C  X  V_  1  UKL 

TP     C7  TTC 

ir  US 

HTTP 
CT7P 

POSITION 

CONTENTS  /  REMARKS 

BEG 

END 

CAT  3 

X  1 

63 

63 

CAT  3 

=      Age  -  Sex 

0 

=  69  -  Male 

1 

=70-74  Male 

2 

=75-79  Male 

3 

=80-85  Male 

4 

=  86  +  Male 

5 

=  69  -  Female 

6 

=70-74  Female 

7 

=75-79  Female 

8 

=80-85  Female 

9 

=  86  +  Female 

DODE 

9  8 

64 

71 

Date  of  Disenrollment 

Format  (MMDDYYYY) 

REAS 

9  2 

72 

73 

Reason  for  Disenrollment 

01 

Voluntary  withdrawal 

02 

Death 

03 

Relocation 

04 

Termination  from 

Medicare  coverage 

05 

Refusal  of  services 

or  incompliacne  with 

the  CNO  plan  of  care 

06 

HMO  enrollment 

07 

Institutionalization 

for  60  +  consecutive 

days 

08 

Hospice 

09 

ESRD 

10 

Late  date  or  receipt 

of  reassessment 

11 

Other 

FILLER 

X  7 

,/ 

74 

80 

Spaces 

TP  =  TYPE  SZ  =  Number  of  Positions        US  =  Usage 

A  =  Alphabet  S  =  Sign  b  =  Display 

X  =  AlphaNumeric        V  =  Assumed  Decimal  H  or  C  =  C  Comp  (binary) 

9  =  Numeric  C3  ■  Comp-3  Packed 

Decimal 
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Section  4  -  Processing  and  Notification  of  Eligibility  and  Payment 


A. 


General 


The  Health  Care  Financing  Administration,  Office  of  Research  and 
Demonstrations,  Division  of  Research  and  Demonstrations  Systems  Support 
(DRDSS)  will  process  and  verify  Medicare  entitlement  for  all  participants  and 
provide  reports  of  information  each  month  to  all  sites. 


If  the  information  received  and  processed  (see  Section  3,  Part  D)  satisfies  the 
eligibility  requirements,  then  the  patient  data  will  be  added  to  an  enrollment 
history  file.  Enrollments  are  effective  on  the  first  day  of  the  calendar  month 
following  the  signing  date  of  the  enrollment  agreement  provided  that  all  the 
eligibility  requirements  are  met 

When  information  is  received  regarding  disenrollment  of  a  patient,  then  these 
data  will  be  updated  in  the  enrollment  history  file.  Disenrollments  for  payment 
purposes  are  effective  the  last  day  of  the  calendar  month  in  which  the  participant 
is  disenrolled.  Community  Nursing  Organization  (CNO)  services  can  not  be 
provided  after  the  effective  date  of  disenrollment. 

The  monthly  enrollment  and  disenrollment  information,  which  must  be  received 
by  DRDSS  by  the  fifteenth  of  the  month,  will  be  recorded  and  reported  back  to 
each  site  by  the  twenty-fifth  of  the  same  month.  In  addition,  a  report  will  be 
generated  to  reflect  all  updated  enrollment  history  information.  If  there  are  any 
questions  concerning  the  information  on  these  lists  (see  Exhibit  III  and  IV), 
please  notify  DRDSS. 


If  the  information  received  and  processed  (see  Section  3,  Part  D)  does  not 
satisfy  the  eligibility  requirements,  then  the  data  are  recorded  on  a  reject  report 
and  mailed  to  each  site  by  the  twenty-fifth  of  the  same  month.  Upon  receipt  of 
the  reject  report,  the  demonstration  site  should  carefully  review  all  relevant 
information  to  ensure  that  the  information  was  submitted  correctly.  If  the 
submitted  information  was  correct  and  did  not  satisfy  the  eligibility  requirements, 
then  CNO  services  can  not  be  rendered.  If  it  is  determined  that  certain 
information  was  sent  to  DRDSS  in  error,  then  the  CNO  site  must  correct  such 
data  and  resubmit  for  reprocessing  Showing  the  effective  date  of  enrollment. 
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B. 


Notification  of  Eligibility  for  Enrollment 


C. 


Notification  of  Ineligibility 
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Invalid  information  can  include  the  Medicare  number,  name,  Medicare  Part  A  or 
Part  B  coverage  or  HMO  enrollment  See  Exhibit  V. 

D.  Adjustment  Process  for  Retroactive  Payment 

Changes  to  an  enrollee's  group  category  before  the  next  reassessment  or  late 
notification  of  an  enrollee  can  result  in  an  adjustment  process  for  retroactive 
payments.  If  this  should  occur  within  the  six  month  allowed  time  frame  (see 
Section  3.F),  then  submit  the  information  in  the  corrected/changed  enrollee  file 
(See  Section  3.D).  An  adjustment  for  retroactive  payment  report  will  be 
generated  and  mailed  to  each  site.  (See  Exhibit  VI) 

E.  Payment  Process 

Payments  are  initiated  by  DRDSS  on  a  monthly  basis  and  are  forwarded  to  the 
Department  of  Treasury  for  issuance.  All  payments  will  be  wired  to  your 
financial  institution  through  Automated  Clearing  House/Vendor  Express. 
Receipt  of  the  letter  and  the  Monthly  Payment  Enrollment  List,  in  enrollee 
within  group  category  sequence,  will  support  the  monthly  payment  and  will 
advise  the  CNO  site  that  payment  is  being  generated  by  the  Department  of 
Treasury.  (See  Exhibit  VII.) 

F.  Payment  Information  and  Changes 

Each  site  must  provide  DRDSS  with  payment  information  that  identifies  the 
name,  address,  banking  numbers  and  tax  reporting  information.  In  the  event 
that  any  of  this  information  changes,  i.e.,  change  in  banks,  etc.,  DRDSS  must  be 
notified.  See  Exhibit  VIII  for  a  copy  of  the  form  that  must  be  used  to  submit 
the  corrected  information. 
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SAMPLE  EXHIBIT  IV  TO  BE  INCLUDED 


/ 
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SAMPLE  EXHIBIT  VI  TO  BE  INCLUDED 
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Exhibit  VIII 


Required  Payment  Information 


The  information  concerning  your  financial  institution  should  be  available  through  your 
agency's  treasurer  or  financial  institution.  A  contact  person  at  your  financial  institution 
and  phone  number  for  that  person  is  important  for  verification  purposes.  Your  financial 
institution  can  assist  you  in  providing  the  routing  number. 

The  numbers  in  parentheses  indicate  the  maximum  number  of  positions  for  a  particular 
field.  Not  all  fields  have  a  restricted  length.  Please  complete  all  items  listed  and  return 
to  the  address  shown  below: 


PROVIDER  INFORMATION 
Name  and  address  of  provider  (payee): 

Name  (35)  

Address  Line  1  COMMUNITY  NURSING  ORGANIZATION  DEMONSTRATION 
Address  Line  2  (35)  

Address  Line  3  (30)  


City  (20) 


State  (2) 


Zip  Code  (5) 


Tax  ID  Number  (EIN)  (9) 


Provider  Phone  Number:  Area  Code 
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Section  5  •  Reimbursement  Methodology 

A.  Intermediary  Designations  and  Functions 

Reimbursement  for  services  provided  under  the  terms  of  this  demonstration  will 
be  made  by  the  Health  Care  Financing  Administration  (HCFA),  Office  of 
Research  and  Demonstrations,  Division  of  Research  and  Demonstrations 
Systems  Support  (DRDSS).  In  serving  as  the  fiscal  intermediary,  DRDSS  will 
make  all  beneficiary  entitlement,  coverage  and  reimbursable  cost  determinations. 

B.  Reimbursement  Criteria 

For  Service  Related  Development  Costs,  reimbursement  shall  be  made  on  a  cost 
basis  in  accordance  the  Code  of  Federal  Regulations,  Title  42,  Chapter  IV,  Part  413, 
Subpart  A-G,  (42  CFR  413  A-G)  as  amended  and  instructions  prescribed 
thereunder  except  that  Medicare  requirements  modified  for  this  demonstration  will 
not  be  applied  for  reimbursement  purposes.  The  maximum  amount  that  will  be 
reimbursed  for  this  service  shall  not  exceed  the  budgeted  amount  approved  by  the 
project  officer.  Research  and  evaluation  and  data  collection  costs  will  be  funded 
through  the  existing  contracts  between  HCFA  and  the  demonstration  sites. 
Payment  for  mandatory  services  will  be  made  on  a  prepaid,  capitated  basis  in 
accordance  with  Public  Law  100-203,  Section  4079  (a-d).  The  following 
provisions  are  mandatory  and  take  precedence  over  the  regulation  requirements 
and  related  instructions. 

During  any  month  in  which  an  individual  is  enrolled  with  an  eligible  organization 
and  receives  services  for  community  nursing  and  ambulatory  care  (  as  defined  in 
Public  Law  100-203,  Section  4079  (b)(1) )  that  are  not  prescribed  by  the  eligible 
organization,  the  capitation  payment  for  the  individual  shall  be  denied  for  that 
month  and  payment  for  that  month  will  be  recouped  from  the  eligible 
organization. 

1.  Services  Provided  by  the  Demonstration  Site 

Reimbursement  for  the  Service  Related  Development  Costs  incurred  by 
each  demonstration  site  shall  be  made  retrospectively  on  the  basis  of 
reasonable  cost  subject  to  the  provisions  of  42  CFR  413.9  (a-c). 

For  the  mandatory  services  specified  in  Public  Law  100-203,  Section 
4079  (b),  the  site  will  be  paid  for  each  enrolled  month  the  Per  Capita 
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12  months  of  operation  of  the  demonstration.  Line  item 
changes  may  be  made  within  the  budgets  only  with  the 
approval  of  the  project  officer.  Total  allowable  reimbursement 
cannot  exceed  the  amount  of  the  approved  budgets. 

b.     Final  Settlement 

For  final  settlement  purposes,  each  demonstration  site  is 
required  to  complete  and  submit  to  DRDSS  a  report  of  the 
cost  of  rendering  services  to  participants  in  this  demonstration 
The  cost  reporting  forms  will  be  supplied  by  DRDSS.  The  cost 
reports  are  to  cover  the  fiscal  reporting  period  of  each 
demonstration  site.  The  cost  reports  will  be  submitted  to 
DRDSS  within  90  days  following  the  close  of  each  fiscal 
reporting  period.  These  must  be  accompanied  by  a  copy  of 
financial  statements  that  reconcile  to  the  cost  report  Audited 
financial  statements  must  be  forwarded  to  DRDSS  upon  their 
completion  and  receipt  If  the  cost  reports  are  not  received  by 
DRDSS  (and  an  approved  extension  to  file  has  not  been 
granted)  within  90  days  of  the  end  of  the  demonstration  site's 
fiscal  year  end,  interim  reimbursement  will  be  suspended  until 
receipt  of  the  cost  report  If  the  cost  report  is  not  received  by 
DRDSS  within  180  days  of  the  fiscal  year  end,  all  payments 
made  during  the  fiscal  period  of  the  subject  cost  report  will  be 
declared  an  overpayment  and  recovery  action  will  be  initiated 
by  DRDSS. 


2.  Accounting 

The  cost  data  submitted  for  final  settlement  purposes  must  be  on  an 
accrual  basis  for  accounting  in  accordance  with  42  CFR  413.24  (a) 
(2).  All  books  and  records  must  be  retained  for  five  years  beyond 
the  fiscal  period  that  they  represent  Sufficient  documentation  must 
be  maintained  for  audit  and  settlement  purposes  to  support  the 
allocation  of  costs,  as  described  in  42  CFR  413.20  (a-d). 
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F.  Right  to  Hearing 

The  Demonstration  Site  has  the  right  to  an  administrative  review  by  the  fiscal 
intermediary  of  any  matter  arising  under  the  Participation  Agreement  The  fiscal 
intermediary,  at  its  discretion,  may  conduct  a  hearing  on  any  or  all  of  the 
matters  brought  before  it  for  administrative  review.  The  decision  of  the  fiscal 
intermediary  made  in  accordance  with  such  administrative  review  or  hearing, 
including  a  decision  whether  to  grant  a  hearing,  is  final  and  no  other  right  of 
appeal  is  available  to  the  Demonstration  Site  under  42  C.F.R.  Part  405,  Subparts 
G,  H,  or  R,  or  any  other  authority. 
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Payment  Method  B  Carle 

No  ADL  Controls 
0  to  5  HHA        6  to  12  HHA       13  to  30  HHA     Total  visits  >30 


Visits 

Visits 

Visits 

Age 

Male  Female 

Overall 

Overall 

Overall 

65-69 

0.07  0.24 

6.99 

11.24 

36.50 

70-74 

035  0.67 

75-79 

0.69  1.01 

80-85 

1.10  1.25 

85-94 

__1.85  1.44 
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TYPE  OF  CONTROL: 


A.  VOLUNTARY  NON  -PROFIT 


B.  PROPRIETARY 
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OTHERfSPECIFY) 


CORPORATION 
OTHER 


C.  GOVERNMENTAL 


cmr 

COUNTY 
CITY-COUNTY 


Skilled  Nursing 
Physical  Therapy 
Sp— ch  Thsrapy 
Occupational  Thar apy 
Madical  Social  Worker 
Horns  Hearth  Aid* 
Homemaker 


STATE 

OTHER  (SPECIFY) 


AdminiBB-a«va 
Clarical 

Other  (Specify) 


TOTAl  W=>J3ER  MONTHS:  TOTAL 


in    -   -  misrepresentation  or  falsification  of  any  information  contained  in  this  cost  report  may 
be  Punishable  by  fine  and/or  imprisonment  under  federal  law. 

certification  by  officer  or  administrator 

i  hereby  certify  that  i  have  read  the  above  statement  and  that  i  have  examined  the  accompanying 
statement  of  reimburseable  cost,  the  balance  sheet  and  statement  of  revenue  and  expense  prepared  by 

  for  the  cost  reporting  period  beginning   

and  ending   and  that  to  the  best  of  my  knowledge  and  belief,  it  is  a  true, 

correct  and  complete  statement  prepared  from  the  books  and  records  of  the  provider  in  accordance 
with  applicable  instructions,  except  as  noted. 
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COMMUNITY  NUMMQ  OPXkANlZATKJN  DEMONSTRATION 
COST  ALLOCATION  -  OENERAL  SERVICE  COST 

NAME:  


PROV  NO  : 
PBt  ENDING 


1  GENERAL  SERVICE  COST  CTR6 
f  Dapraaauon-  Bug 
S  Oapraaancrt-  Eqjc 

4  Oparatsn  o»  Flam 

5  Emptoyaa  Haam  i  mm 
S  «an«MM  -  Oram 

(MuOngNntt) 


7  MANDATORY  SERVICE  COST  CTR6 
S  PatwonatyMiofi  DaMatopmart  Cost 
•  S*ft«J  Kw«rt« 

10  Pnfccal  Tnarapy 

11  Spaee*  Thafapy 

12  Occupational  Thefapy  TrWapy 

13  Mioial  Soaal  Mofkar 

14  Horn*  Haa»h  AW» 

18  Matfcai  Suppl—  (42CFR  410  SB) 

15  DME 

17  AffiBUfcnc*  GarvM 

16  Otfpaian  Pnyicai  Tharapy 
1S  Oupatatft  Spaach  Tharapy 
CO  Madcal  SuppfcM 

21  Cknfcai  Piychoiogfci 

t2  Nvnlng  Car*  Rural  Haath  Cane 

23  Cat*  Manaaarnani 
OPTIONAL  SERVICES 

24  Ho  mam*  tear 

25  Ho  ma  Haatti  Ajdt 

28  PanonaiCara 
27  Aau»  Day  Car* 

23  HabMien  Sarvtsaa  -  RaaUanai 

29  HaMaien  Sarvica*  -  Day 
SO  «aap««  Cart 


NET  EXPENSE 

FOR  COST 
ALLOCATION 
(FRW/SB) 
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ECMPMEHT 
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OF 
PLANT 
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TOTAL 
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4  GENERAL 


TOTAL 
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29  NON- REIMBURSABLE  COST  CTR6 
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COMMUNITY  NURSMG  ORGANIZATION  DEMONSTRATION 
COST  ALLOCATION  -  8TAT6TCAL  BASES 

NAME:  0 


PROV.  NO.: 
PER  ENDING: 


DEPREC 
BLDG.& 
FIXTURES 

pa  ft.) 

2 


1  GENERAL  SERVICE  COST  CTR 

2  Depreciation-  Bldg. 
9  Depreciation-  Equip 
4  Operation  of  Plant 

6  Eniployn  Health  &  Welfare 
6  AdmirHStrative  —  General 
(Including  interest) 


DEPREC 
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ADMINSTRA- 
TfVE 
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7  MANDATORY  SERVICE  COST  CTRS 
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11  Speech  Therapy 

12  Occupational  Therapy  Therapy 

13  Medical  Social  Worker 

14  Home  Hearth  Aide 

15  Medical  Supplies  (42CFR  410.36) 

16  DME 

17  Ambulance  Service 

IS  Outpatient  Physical  Therapy 
10  Outpatient  Speech  Therapy 

20  Medical  Supplies 

21  Clinical  Psychologist 

22  Nursing.  Care  Rural  Hearth  Clinic 

23  Case  Management 
OPTIONAL  SERVICES 

24  Homemaker 

25  Home  Health  Aide 

26  Personal  Care 

27  Adult  Day  Care 
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26  Habitation  Services  -  Day 
30  Respite  Care 
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Technical  Advisory  Panel  Membership  Lists 


List  of  Panelists  for  Meeting  on 
Alternative  Payment  Methods  for  CNO  Demonstration 


(415)  476-0608 

FAX:      (415)  476-1253 

Ann  Wagner,  B.S.N. 
Senior  Choice  Manager 
Health  Care  Plan 

Amherst  University  Medical  Center 
1185  Sweet  Home  Road 
Amherst,   NY  14220 
(716)  689-0040 
FAX:      (716)  689-3404 

Richard  McKibbin,  Ph.D. 

Senior  Fellow,  Research  Economics 

American  Nurses  Association 

242  0  Pershing  Road 

Kansas  City,  MO  64108 

(816)  474-5720 

FAX:      (816)  471-4903 

Marjorie  K.  Jamieson,  R.N.,  M.S. 
Director 

The  Block  Nurse  Program 

475  Cleveland  Avenue  North,  Suite  225 

St.  Paul,  MN  55104 

(612)  649-0315 

FAX:     c/o  Osterberg  Architects  (612)  647-9635 

Evelyn  Shapiro,  Ph.D.,  Professor 
Department  of  Community  Health  Science 
University  of  Manitoba 
7  50  Bannatyne 

Winnipeg,  Manitoba  R3E0W3 
(204)  788-6519 
FAX:    (204)  774.-8919 

Kay  Larmer,  R.N. 

Director,  Day  Care  Program 

Fairfax  County  Department  of  Public  Health 
10777  Main  Street,  *203 
Fairfax,  VA  22030 

(703)  352-7150 

FAX:  273-0825 


Rick  T.  Zawadski,  Ph.D. 
Institute  for  Health  and  Aging 
University  of  California  at 


Helen  Savage,  Ph.D. 
Senior  Policy  Analyst 
Public  Policy  Institute 
AARP 

1909  K  Street,  N.W. 
Washington,  D.C.  20049 
(202)  728-4743 
FAX:    (202)  728-4573 


San  Francisco 
East  Bayside 
982  Tulare  Avenue 
Albany,   CA  94707 
(415)  526-8746 


TECHNICAL  ADVISORY  PANEL 


COMMUNITY  NURSING  ORGANIZATION 


Ann  T.  Hunsaker,  J.D. 
Attorney 

Chair  of  Health  Care  Law  Practice 

Strauss  &  Troy 

2100  Central  Trust  Center 

201  East  Fifth  Street 

Cincinnati,  Ohio  45202-4186 

Tel:  513-621-2120 

Rosemary  Bowman,  M.B.A. 
President 

TriMark  Health  Services  Inc. 
1655  Tullie  Circle,  Suite  123 
Atlanta,  Georgia  3  0329 
Tel:  404-633-1935 

Ann  Wagner,  B.S.N. 
Senior  Choice  Manager 
Health  Care  Plan 
Amherst  University 
Medical  Center 
1185  Sweet  Home  Road 
Amherst,  NY  14220 
Tel: 716-689-0040 

David  McKusick,  F.S.A. ,  Ph.D. 
Senior  Actuary 
Actuarial  Research  Corp. 
Little  River  Turnpike 
Annandale,  VA  22003 
Tel:  301-941-7400 

Louis  F.  Ross iter,  Ph.D. 

Associate  Professor 

Dept.  of  Health  Administration 

Director,  Institute  for  Health  Studies 

Medical  College  of  Virginia 

P.O.  Box  206  -  MCV  Station 

Richmond,  VA  23298-0206 

Tel:  804-786-1915 

William  J.  Osheroff ,  M.D. 
Medical  Director 
Select  Health  Plan 
Blue  Cross/Blue  Shield 
700  Broadway 
Suite  1301 
Denver,  CO  80203 
Tel:  303-831-3259 


Marvin  Feuerberg,  Ph.D. 

Health  Care  Financing  Administration 

Oak  Meadows  Bldg 

Rm  2-F-4 

6340  Security  Blvd 
Baltimore,  MD  21207 
Tel:  301-966-6669 

Donald  Sherwood,  Ph.D. 

Health  Care  Financing  Administration 

Oak  Meadows  Bldg 

Rm  2-F-4 

6340  Security  Blvd 
Baltimore,  MD  21207 
Tel:  301-966-6652 

William  Saunders,  Ph.D. 

Health  Care  Financing  Administration 

Oak  Meadows  Bldg 

Rm  2-F-4 

6340  Security  Blvd 
Baltimore,  MD  21207 
Tel:  301-966-6660 

Daniel  O'Neal,  M.A. ,  R.N.C 
Senior  Staff  Specialist 
Community  Health  and  Gerontological 
Nursing 

American  Nurses'  Association 
2420  Pershing  Road 
Kansas  City,  Missouri  64108 
Tel:  816-474-5720 

Burton  D.  Dunlop,  Ph.D. 
Project  HOPE 
Two  Wisconsin  Circle 
Suite  500 

Chevy  Chase,  MD  20815 
Tel:  301-656-7401 

Joseph  H.  Menzin,  Ph.D. 
Project  HOPE 
Two  Wisconsin  Circle 
Suite  500 

Chevy  Chase,  MD  20815 
Tel:  301-656-7401 

Beth  A.  McLaughlin,  M.A 
Project  HOPE 
Two  Wisconsin  Circle 
Suite  500 

Chevy  Chase,  MD    20815  . 
Tel:  301-656-7401 


Craig  J.  Nevschaf fer ,  M 
Project  HOPE 
Two  Wisconsin  Circle 
Suite  500 

Chevy  Chase,  MD  20815 
Tel:  301-656-7401 
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Examples  of  Payment  Rates 


EXAMPLE  OF  CNO  PAYMENT  RATES 


Introduction 

This  document  provides  examples  of  projected  monthly  capitated  payment 
rates  for  CNOs  (applying  the  rate-setting  methodology  described  in 
Chapter  4  of  the  Demonstration  Manual)  and  explains  the  steps  and  data 
used  in  the  calculation  of  these  rates.  We  are  presenting  our  best 
estimate  of  the  likely  range  of  capitated  monthly  rates  to  assist  potential 
offerors  in  estimating  potential  CNO  revenues  during  the  demonstration 
and  understanding  the  financial  risks  associated  with  the  demonstration.  *" 
To  illustrate  how  the  rates  might  vary  across  different  geographical  areas, 
rates  are  presented  for  hypothetical  "high-cost"  and  "low-cost"  localities, 

While  the  example  set  out  below  represents  our  best  estimate  of  the 
projected  capitated  rates  for  several  hypothetical  geographical  locations, 
we  emphasize  that  these  are  estimates  based  on  currently  available 
statistical  data- the  actual  rates  will  be  based  on  further  comprehensive 
analyses  of  recent  Medicare  claims.  Section  4079  of  the  Omnibus  Budget 
Reconciliation  Act  of  1987  requires  that  the  payment  rates  be  established 
90  days  prior  to  their  effective  date.  Consequently,  CNOs  will  be  notified 
of  the  actual  rates  to  be  used  for  the  first  year  of  the  demonstration 
before  they  decide  whether  to  sign  participation  agreements  to  begin  the 
operational  phase  of  the  project.  While  we  anticipate  that  the  rates  will 
approximate  the  amounts  calculated  here,  offerors  should  recognize  that 
there  is  potential  for  the  final  rates  to  vary  from  these  estimates. 

Steps  Involved  in  Computing  Projected  Payment  Rates 

1.       Compute  the  Average  U.S.  Per  Capita  Medicare  cost  for 
Mandatory  Services.  The  cost  effect  of  all  area  Medicare 
beneficiaries  who  are  enrolled  in  Health  Maintenance  Organizations 
(HMOs)  or  Competitive  Medical  Plans  (CMPs)  is  removed.  In 
accordance  with  the  rate-calculation  methodology  described  in 
Chapter  4  of  the  Demonstration  Manual,  these  average  costs  are 
separated  into  Base  Costs  (i.e.,  expenditures  for  home  health  and 
certain  Medicare  Part  B  services  that  could  be  included  in  our 
analysis  of  expenditures  for  individuals  in  the  1984  National  Long 
/  Term  Care  Survey)  and  Supplemental  Costs  (expenditures  for  other 
Part  B  services  which  could  not  be  included  in  that  analysis).  In 
1988.  the  most  recent  year  for  which  data  is  now  available  on 
Medicare  expenditures  by  type  of  service,  average  per  capita 


monthly  expenditures  were  S9.40  for  Base  Costs  and  $6.10  for  Add- 
on Costs.  Trending  these  costs  forward  to  1993  (based  on  a  6 
percent  annual  inflation  rate),  the  estimated  average  per  capita 
monthly  rates  for  1993,  the  first  year  of  the  demonstration's 
operational  phase,  are  S 12-58  for  Base  Costs  and  $8.16  for 
Supplemental  Costs.  (Thus,  the  overall  estimated  1993  average 
monthly  cost  is  $20.74.) 

Apply  Geographic  Adjustment.  The  average  per  capita  cost  is 
adjusted  to  reflect  the  relative  level  of  Medicare  expenditures  for 
mandatory  services  for  the  CNO's  geographic  area.  The  actual 
geographic  adjustment  will  be  calculated  by  comparing  the  per 
capita  expenditure  for  mandatory  CNO  services  in  each  locality  of 
the  U.S.  We  plan  to  calculate  a  geographic  adjustment  factor  for 
individual  Metropolitan  Statistical  Areas  (MSAs)  and  a  factor  for 
all  the  nonmetropolitan  counties  in  each  State.  A  geographic 
adjustment  factor  of  1.0  would  indicate  that  the  average  per  capita 
CNO  costs  for  a  locality  are  equal  to  the  national  average.  We 
anticipate  that  the  geographic  adjustment  factor  is  likely  to  range 
between  .5  and  1.5,  with  the  factor  for  most  localities  falling 
between  .7  and  13.  For  the  purposes  of  this  example,  we  present 
calculations  for  two  hypothetical  localities:  Locality  A,  a  lower-cost 
area,  has  a  geographic  adjustment  of  .7.  Locality  B,  a  higher-cost 
area,  has  a  geographic  adjustment  of  1.3.  Multiplying  these 
geographic  adjustment  factors  by  the  average  CNO  costs  produces 
a  geographically  adjusted  estimated  average  per  capita  CNO  cost  of 
$14.52  (0.7  X  20.74)  for  Locality  A  and  $26.96  (L3  X  20.74)  for 
Locality  B. 

To  provide  potential  offerors  with  preliininary  information  to 
estimate  the  adjustment  factors  for  their  locality,  we  have  attached 
two  tables.  Table  1  show  the  average  Medicare  expenditure  per 
enrollee  for  home  health  services  in  each  State  in  1988.  Table  2 
shows  the  geographic  wage  index  that  is  used  in  computing 
Medicare  reasonable  cost  limits  for  home  health  services.  This 
wage  index  includes  a  separate  factor  for  each  MSA  and  for 
nonmetropolitan  areas  in  each  State.  While  these  data  apply  only 
to7  home  health  costs  and  not  to  the  costs  of  other  types  of  CNO 
services,  they  should  provide  offerors  with  an  indication  of  whether 
their  own  locality  is  likely  to  have  a  high  or  low  geographic 
adjustment  factor. 


Multiply  Base  Costs  bv  Enrollee  Weights.  HCFA  has  computed  an 
Enrollee  Weight  for  each  class  of  enroUees  using  data  from  the 
1984  National  Long  Term  Care  Survey  to  predict  an  enrollee 's 
Base  Costs.  The  Enrollee  Weight  for  any  class  is  multiplied  by  the 
estimated  1993  Base  Cost  computed  in  Step  1  to  produce  a 
Weighted  Base  Cost. 

The  variables  used  to  establish  these  classes  and  their  associated 
Enrollee  Weights  differ  between  Payment  Method  1  and  Payment 
Method  2.  In  Method  1,  these  characteristics  consist  of  the 
enrollee's  age,  sex.  and  prior  use  of  Medicare  home  health  in  a  6- 
month  period  (i.e.,  if  an  enrollee  received  5  or  more  Medicare- 
covered  home  health  visits  in  the  6  months  prior  to  enrollment  with 
the  CNO,  he/she  will  be  assigned  to  a  separate  enrollee  class). 
Method  2  includes  these  characteristics  plus  measures  of  the 
enrollee's  functional  status  (i.e.,  an  enrollee  will  be  assigned  to  a 
separate  class  if  he/she  is  disabled  in  2  or  more  Activities  of  Daily 
Living).  Payment  Method  1  involves  the  following  14  enrollee 
classes: 

EnroUees  who  Received  Fewer  than  5  Medicare  Home  Health  Visits 
in  the  6  Months  Prior  to  Enrollment: 


Aee  Gtoud 

Male 

Female 

Less  than  65 

Cell  1 

Cell  7 

65  -  69 

Cell  2 

Cell  8 

70  -  74 

Cell  3 

Cell  9 

75  -  79 

Cell  4 

Cell  10 

80-  84 

Cell  5 

Cell  11 

85  or  older 

Cell  6 

Cell  12 

EnroUees  who  Received  5  or  More  Medicare  Home  Health  Visits  in 
the  6  Months  Prior  to  Enrollment: 


Male  -  Cell  13 
Female  -  Cell  14 
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Payment  Method  2  involves  17  classes: 

Enroilees  who  Received  Fewer  than  5  Medicare  Home  Health  Visits 
in  the  6  Months  Prior  to  Enrollment  and  who  are  Impaired  in 
Fewer  than  2  ADLs: 


Ase  GrouD 

Male 

Female 

Less  than  65 

Cell  1 

Cell  7 

65  -  69 

Cell  2 

Cell  8 

70  -  74 

Cell  3 

Cell  9 

75  -  79 

Cell  4 

Cell  10 

80  -  84 

Cell  5 

Cell  11 

85  or  older 

Cell  6 

Cell  12 

Enroilees  who  Received  5  or  More  Medicare  Home  Health  Visits  in 
the  6  Months  Prior  to  Enrollment  and/or  who  are  Impaired  in  2  or 
More  ADLs  at  time  of  Enrollment: 

#  ADL  Few  than  5  5  or  more 

Impairments  Prior  Visits  Prior  Visits 

0  or  1  —  Cell  15 

2  Cell  13  Cell  16 

3  or  more  Cell  14  Cell  17 

4.       Include  Supplemental  Costs  and  Compute  Payment  Rates 

Supplemental  Costs  are  certain  Medicare  Part  B  costs  that  were 
not  included  in  HCFA's  initial  calculation,  based  on  analysis  of  data 
from  the  1984  National  Long  Term  Care  Survey,  of  Enrollee 
Weights  for  each  class  of  enroilees.  Therefore  these  Supplemental 
Costs  are  not  multiplied  by  an  Enrollee  Weight.  Rather,  a  uniform 
amount  representing  the  average  per  capita  costs  for  Supplemental 
Costs  is  added  to  the  Weighted  Base  Cost  for  each  class.  The 
resulting  total  is  the  adjusted  average  per  capita  cost  for  CNO 
services  (CNO-AAPCC)  for  a  class  of  enroilees.  As  required  by 
the  stature,  the  Medicare  per  capita  payment  is  95  percent  of  this 
CNO-AAPCC. 

Table  3  displays  the  estimated  monthly  payment  rates  for  each 
class  under  Payment  Method  1,  and  Table  4  shows  the  estimates 
for  Payment  Method  2.  The  top  half  of  each  table  displays 
estimated  rates  for  Locality  A,  and  the  bottom  half  provides 


estimates  for  Locality  B.  Each  table  shows,  for  both  localities,  an 
estimated  Weighted  Base  Cost  and  Supplemental  Cost  for  each  of 
the  enrollee  classes  established  for  that  payment  method.  The 
Total  Payment,  which  is  the  sum  of  these  payments  multiplied  by 
.95,  represents  the  projected  monthly  capitated  payment  rate  for 
that  enrollee  class. 

Analysis  of  Projected  Payment  Rates 

These  tables  show  that  for  Locality  A,  an  area  with  relatively  low  service 
costs,  the  monthly  payment  for  an  enrollee  would  range  from  $7.18  to 
$225.29  under  Payment  Method  1,  and  from  $6.60  to  $384.76  under 
Payment  Method  2.  For  Locality  B,  an  area  with  relatively  high  service 
costs,  the  monthly  enrollee  payment  would  range  from  $13.34  to  $418.40 
under  Payment  Method  1,  and  from  $12^5  to  $714.55  under  Payment 
Method  2.  In  assessing  the  financial  implications  of  these  rates,  potential 
offerors  should  consider  the  following  points: 

o       The  rates  vary  considerably  based  on  the  geographic  adjustment,  so 
offerors  should  consider  the  potential  impacts  on  their  revenue 
projections  if  their  actual  geographic  adjustment  is  higher  or  lower 
than  they  anticipate. 

o       Clearly,  the  characteristics  of  the  beneficiaries  who  enroll  in  the 
demonstration  are  a  key  factor  in  revenue  projections.  If  the 
distribution  of  enrollees  is  similar  to  their  distribution  within  the 
Medicare  population,  then  only  small  percentage  of  the  enrollees 
will  fall  into  the  highest-payment  cells.  Table  5  shows  our  estimate 
of  the  distribution  of  Medicare  beneficiaries  in  the  U.S.  across  the 
enrollee  classes  under  each  payment  method.  As  this  table 
suggests,  we  estimate  that  only  2.9  percent  of  the  Medicare 
population  would  be  classified  in  the  two  highest-payment  enrollee 
classes  of  Payment  Method  1 -cells  13  and  14.  Similarly,  only  2.9 
percent  of  the  Medicare  population  would  be  classified  in  the  three 
highest-payment  classes  under  Payment  Method  2-ceils  15  through 
17.  In  estimating  CNO  revenues  and  service  costs,  potential 
offerors  should  identify  whether,  in  their  opinions,  the  distribution 
of  enrollees  across  these  classes  in  a  CNO  site  would  be  likely  to 
approximate  the  distributions  displayed  in  Table  5. 

o       We  emphasize  that  the  differences  in  payment  rates  across  the 

enrollee  classes  reflect  differences  in  the  average  monthly  Medicare 
costs  for  CNO  services  that  enrollees  in  these  classes  would  incur 


in  the  fee-tor-service  system.  Enroilees  in  the  highest-payment 
classes  are  predicted  to  require  more  CNO  services  and  incur 
greater  costs. 

The  payment  rates  reflect  beneficiaries'  average  Medicare 
expenditures  over  a  12-month  period.  An  individual  beneficiary's 
service  costs  are  likely  to  be  much  higher  than  these  rates  in  some 
months  and  lower  in  others.  For  example,  an  average  patient 
episode  of  Medicare-covered  home  health  care  is  completed  within 
60  days  and  in  1993  dollars  will  cost  in  excess  of  $1600.  Thus, 
CNOs  should  not  expect  even  the  largest  monthly  capitated 
payments  to  cover  the  full  costs  of  services  required  during  an 
enroilee's  episode  of  post-acute  or  sub-acute  care.  Rather,  the 
payments  and  service  costs  should  balance  each  other  over  time  if 
there  is  a  representative  mix  of  enroilees  who  maintain  their 
enrollment.  The  financial  risks  associated  with  the  capitated 
payment  rates  will  be  increased  if  individuals  tend  to  enroll  during 
periods  when  their  service  needs  have  increased,  and  to  disenroll 
when  these  needs  have  stabilized.  Consequently,  the  length  of  the 
average  period  of  enrollment  from  the  CNO,  as  well  as  the 
characteristics  of  individuals  who  enroll,  may  be  a  significant  factor 
in  projecting  revenues  and  costs  under  the  demonstration. 

Estimated  Enrollee  Premiums 

The  Enrollee  Premium  represents  the  actuarial  value  of  the  Medicare 
coinsurance  and  deductibles  applicable,  on  average,  to  mandatory 
community  nursing  and  ambulatory  care  services.  HCFA  will  compute 
this  actuarial  value  as  a  percentage  of  the  adjusted  average  per  capita 
expenditures  for  mandatory  services.  Our  current  estimates  are  that  the 
average  enrollee  premium  will  be  $3.57  per  month.  HCFA  is  currently 
considering  establishing  the  enrollee  premium  as  a  percentage  of  the 
HCFA  payment  rate  for  each  class,  so  that  an  enroilee's  premium  would 
reflect  the  level  of  expenditures  the  enrollee  is  predicted  to  require  (eg., 
using  the  estimates  computed  here  the  premium  would  be  $3.57/520.74  = 
17.2  percent  of  the  HCFA  payment  rate  for  a  class.  However,  we  are  still 
considering  the  advantages  and  disadvantages  of  this  approach. 


Table  1 


MEDICARE  EXPENDITURES  PER  ENROLL  EE  FOR  HOME  HEALTH  SERVICES 


(1588) 
By  State 


State 


Expenditure 


State 


Expenditure 


ALL  AREAS 
UNITED  STATES 

NORTHEAST 
NORTH  CENTRAL 
SOUTH 
WEST 

NEW  CNQLAND 
CONNECTICUT 
MAINE 

MASSACHUSETTS 
NEW  HAMPSHIRE 
at-OOE  ISLAND 
VERMONT 

MIDDLE  ATLANTIC 
NEW  JERSEY 
NEW  YORK 
PENNSYLVANIA 

EAST  NORTH  CENTRAL 
ILLINOIS 
INDIANA 
MICHIGAN 
OHIO 

WISCONSIN 

WEST  NORTH  CENTRAL 
IOWA 
KANSAS 
MINNESOTA 
MISSOURI 
NEBRASKA 
NORTH  DAKOTA 
SOUTH  DAKOTA 

SOUTH  ATLANTIC 
DELAWARE 

OIST.  OF  COLUMBIA 
FLORIDA 
GEORGIA 
MARYLAND 

NORTH  CAROLINA 

SOUTH  CAROLINA 

VIRGINIA 

WEST  VIRGINIA 


SSI 
•0 

« 
45 

?S 
6T 

SS 
SI 

40 

S3 
46 

70 
78 

SB 
43 
40 
•3 

47 
SB 
38 
BB 
3B 
32 

3t 

31 
31 
IS 
77 
37 
37 
30 

OS 

BO 
■2 
•1 
•  4 
SI 
64 
£4 
S4 
43 


EAST  SOUTH  CENTRAL 
ALABAMA 

KENTUCKY 

MISSISSIPPI 

TENNESSEE 

VEST  SOUTH  CENTRAL 
ARKANSAS 
LOUISIANA 
OKLAHOMA 
TEXAS 

MOUNTAIN 
ARIZONA 
COLORADO 
IDAHO 
MONTANA 
NEVADA 
NEW  MEXICO 
UTAH 
WYOMING 

PACIFIC 
ALASKA 
CALIFORNIA 
HAWAII 
OREGON 
WASHINGTON 

OUTLYING  AREAS ( 1/ ) 


118 

•2 

SS 
1t3 
187 

BO 
4t 

IS 
84 

B7 

48 
28 
81 
31 
48 
88 
3B 
74 
30 

82 
43 
88 
21 
48 
48 

80 


1/   INCLUDES  PUERTO  RICO  AND  OTHER  OUTLYING  AREAS. 
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Table  2 

GEOGRAPHIC  WAGE  INDEX  USED  IN  ESTABLISHING  MEDICARE 
COST  LIMITS  FOR  HOME  HEALTH  SERVICES 


Uffem  ni  iGfinntu>nt  oounrws  or  county 


ftonxc«i    F«J«r«l  M^istar.  Vol.  56.  Io.  «0.  turea  26.  iMt.  PP-  12t40-129«S. 


9 


10 


I 


11 


(CeravMOTi  osjneat  er  oolt«y    Wtga  j  urban  araa  (Corveruam  eoiroaa  or  eaifr  i  Waga  i  urban 


Waufcaar 

<a  «n 

ELPttl  MNJ**.. 

Aneaa.  I 
Caraar.  I 

Oaken. 

«N 
MM 
MN 
MN 

turn,  u 

Seso.fc 
WaNwq 

n.  MN 

IN 

.MN 
M 

»m.MN 

MN 

L«M 

1.1771  \ 


i  mi— won, 

Jamas  Oft  Co.  VA 
Naawn  Nm  ON.  VA 
Norte*  ON.  VA 

,  VA 

» ON.  VA 
SrftafcQN.  VA 

1=1      J  ON.  VA 
Yert,  VA 

.CA 


V 


12 


13 


-Waoc  inocx  rem  Aural 


2 


3 


15 


1  i 
8  : 
8  i 


x  : 

~  on 

|  i  5  •  " 

-+  * 

m  •  ■•«••■ 

•X  •  *>  M 

!  !  5|a 


-  a 

5  s 


< 

u 
e 

<  « 

j  3 

-  e 

e  i 

=  c 

a  : 

■                        «  • 

e             S  ' 

*  e 

a  • 

*  i 
«  < 

» 
•  f 

1  HI  WIN! 

9  i 

At 

V 

■ 

1  i 

•    m  * 

3  S 


:  3  : 
■  • 

3  ! 

:  s  : 

III 
:  8  i  - 
:  t  i  I 


2  : 
S  : 


£  : 

e  : 


-  c 


a 


3  ! 


5  S 

•  • 

3  : 


s  x  « 


3  t 


5 

8  : 
8  : 


:  i  : 
ill 

*    <■»  • 

a  i 

:  3  : 


S  2  9 

Mf      t  > 

s :  a 


t  I 

•  a 

3  I 


«    -  » 

*»  o 

i  :  - 

=  -  8 

5  :  i 

•  * 

fell 


*  t  * 

1*1 

u  2  u 


i 


3  : 


mm  m 
m  +* 

*• 

$    3  : 

•  • 

tV  — 
■1 

i 

at 

m  n 

•  costs 

71  ft1 

M           «k  ■ 
• 

*  : 

•  *»  • 
»*.  a 

m 

X 

i 

X 

*            mm  mf 

m  « 

Q» 
•X 

\        -»        o  a 
i  mm 
■  ■ 

■ 

1 

a 

X 

£ 

«  « 
a. 

X 

i 

• 

at 

1 

al 
3 

u 

—  as 

-  a 
Ea 

■ 

i     i  ! 

!  s* 

at  • 

8  : 
8  : 
a  : 

mm  • 

a  « 

I  : 

-  3 

«  ■  *  ! 
3  i  9  i 

11:: 

£  8 

"s: 


s  : 

3  • 
S  • 

s  : 

ii 

8  :  m 
i  i  2 


*  j  i 

ill 

www 

III 
*!* 

•J  <*  I* 


f 


16 


CnS  LIBRARY 


3  BOTH  0001HCI01  1 


V 


